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February 21, 1985' F£B 2 5 1985 -2
INTERSTATE COMMERCE COMMISSION

Attn: Mildred Lee
Interstate Commerce Commission
Twelfth Street and Constitution Ave. N.W. ROOM 2303
Washington, B.C. 20423

Dear Mrs. Lee:

Please note that Commercial State Bank, P.O. Box 11627, 9111 Eastex Freeway
Houston, Texas 77293, has a security interest on the specific collateral
agreement.

OWNER Mr. Phillip R. Lively
2615 Valley Manor
Kingwood, Texas 77339

COLLATERAL/o) -Fou* Railroad Tank Cars:\.y Car No.
GLNX 130
GLNX 135
GLNX 141
GLNX 142
GLNX 143

Class
DOT112J340W
DOT112J340W
DOT112J340W
DOT112J340W
DOT112J340W

Please record and return in your usual manner.

Thanking you in advance.

Sincerely,

Ann Walker
Secretary

Capacity
34000 gal.
34000 gal.
34000 gal.
34000 gal.
34000 gal.

Date Built
1/80
1/80
1/80
1/80
1/80

9111 Eastex Freeway • P.O. Box 11627 • Houston, TX 77293 • 713/692-3565



__ • .,., 2/25/85
3lnterfitate Commerce Commfefcioti

®Ba*l)faston, 2B.C. 20423

OFFICE OF THE SECRETARY

Ann Walker
Secretary J
Commercial State Bank
P.O.Box 11627
911 Eastex Freeway
HoustonjTexas, 77293

Dear Sir:

The enclosed document(s) was recorded pursuant to the provi-

sions of Section 11303 of the Interstate Commerce Act,49 U.S.C.

11303, on 2/25/85 at 2:35pm and assigned re-

recordation number (s). 1̂ 577

Sincerely yours,

Enclosure (s)

SE-30
(7/79)



OS-l̂ Ti w'̂ /vl ff*\ "fff°* H'
a B 8 l t l H « C ? 8 W l «

SKCUH1TV A C H K K M K N T

< *a 5*% &
- Cs a a •

KCORMTim M.

(ACCOUNTS, I N V E N T O R Y , E Q U i P M l - N T , , f£B 25 1965 *^ ^*
FIXTURES, G H N L R A L INTANGIBLES, OTHER)

INTERSTATE COMMERCE COMMISSION
F e b r u a r y 20, 1-985

(Date)
PHILLIP L I V E L Y

(Name)

Kingwood
(City)

Texas 7 7 3 3 9
(No. and Street) . (City) • (County)

here inaf te r called "Debtor", for v a l u e received, I he receipt and sufficiency of which is hereby acknowledged, hereby grants t o . _

Commercial State Bank Houston Harris Texas
(Bank Name) (Ci ty) (Coun ty )
h e r e i n a f t e r called "Secured Party" the s ecu r i t y in te res t h e r e i n a f t e r set f o r t h and agrees w i t h Secured Party as follows:

have a
to-wi!:

1. SECURITY INTF.KKST. Debtor hereby grants to Secured Par ty a secur i ty interest in and agrees t h a t Secured Par ty has and shall c o n t i n u e to
security interest in t i io fo l lowing property, i n c l u d i n g w i t h o u t l i m i t a t i o n the i t ems described on E x h i b i t s , if any, at tached hereto and made a part hereof.
(CHECK A P P R O P R I A T E lil .OCK(S))

ACCOUNTS:
Q] All accounts now owned or ex is t ing as wel! as any anil all t h a t may hereafter arise or be acquired by Debtor, and all the proceeds and products

t h e r e o f , i n c l u d i n g w i t h o u t l i m i t a t i o n , all notes, draf ts , acceptances, i n s t r u m e n t s and cha l ie ! pa per arising the re f rom, and a!! returned or repossessed
goods ar is ing from or r e l a t i ng to any s'jeh accounts, or other proceeds of any sale or other d ispos i t ion of inventory : •'%
Only those speckle accounts and /o r contracts l is ted and described on Schedule A attached or which may hereafter be attached hereto, and all the
proceeds and products thereof, i n c l u d i n g w i thou t l i m i t a t i o n , a l l notes, draf ts , acceptances, i n s t r u m e n t s and chut i f 1 paper arising t he r e f rom, and
all r e tu rned o; repossessed goods arising from or re la t ing lo any such accounts, or other proceeds of any sale or o ther disposit ion of inventors1 :

• I N V E N T O R Y : '
D All of Debtor's inven to ry , i n c l u d i n g all goods, merchandise, raw mater ia ls , goods in process, f in i shed goods and other tangible personal proper- .

ty now owned or hereaf ter acquired and held for sale or lease or furn ished or to be furnished under contracts for service or used or consumed in
Debtor's business and all add i t i ons and accessions there to and contracts \v i lh respect there to and all documen t s of t i t l e ev idencing or representing
any part thereof, and all products and proceeds I hereof, i n c l u d i n g , w i t h o u t l i m i t a t i o n , all of such which is now or hereaf ter located at ihe follow-
ing locations:

D

FIXTURES:
CD All of Debtor's f i x t u r e s and appur tenances thereto, and such other goods, chattels, f i x tu r e s , equ ipment and personal property affixed or in any

manner attached to the real es ta te and /o r bui lding(s) or structure(s). inc luding all a d d i t i o n s and accessions thereto and replacements thereof and
articles in ' • n b s t i t u l i o n therefor, howsoever a t f a e h e d or af f ixed, located at the fol lowing locat ions:

(legal descr ip t ion)

The record owner of the real estate is

KQlJl i 'MKNT:
C] All equipment of every n a t u r e and descript ion whatsoever now owned or hereafter acquired by Debtor inc lud ing all appur tenances and addit ions

(hereto and subs t i t u t i ons there for , wheresoever located, inc lud ing all tools, parts and accessories used in connection therewith;

G E N E R A L INTANGIBLES:
D All other personal property now owned or hereafter acquired by Debtor other t han goods, accounts, cha t t e l paper, documents and i n s t rumen t s ;

CHATTEL PAPER:
|~1 All of Debtor's in ic iest unde r lease agreements and other i n s t r u m e n t s or documents, whether now e x i s t i n g or owned by Debt or or hereaf ter a r i s ing

or acquired by Debtor, evidencing both a debt and secur i ty interest in or. lease of specific goods;

FARM PRODt'CTS:
L~D All of Debtor's in te res t in any and all crops, l ivestock and supplies used or produced by Debtor in f a rming operations wheresoever located; Deb-

tor's residence is in the county shown :u the beginning of t h i s Agreement , and Debtor agrees to n o t i f y p rompt ly Secured Party of any change in
the coun ty of Debtor's residence; all of Debtor's crops or livestock arc present ly located in the fol lowing counties: >

D

Cl

<,

AM of Debtor's now owned or

THE SPECIFIC COLLATE R
CLASS

DOT112J340W
DOT112J340W
DOT112J340W-
DOT112J340W
DOT112J340W

exis t ing as well as hereaf te r acquired

AL LISTED B E L O W : FIVE
CAPACITY

34000 gal.
34000 gal.
34000 gal.
34000 gal.
34000 gal.

or a r i s ing i n s t r u m e n t s and

R A I L R O A D ' T A N K
CAR NUMBERS
GLNX 130
GLNX 135
GLNX 141
GLNX 142
GLNX 143

documents;

C A R S :
' • DATE ' BUILT

1/80
1/80
1/80
1/80
1/80

ORIG. PR!''
. $28,500.0

28,500.0'
28,500,0.

.28,500.0
28,500.0 ;

04-10065 (Rev . 3;HO)



• 'IV;- PROVISIONS, R E G A R D I N G I N V E N T O R Y . The f o l l o w i n g provisions shal l apply to all i n v e n t o r y inc luded w i t h i n I lit Col la tera l : t

• (a) As used here in . "Net Secur i ty Value of Inventory" shal l mean the net value of all inventory a f ter la king i n t o account charges, liens and secur i ty
' . interests (o ther t ha t r t h l j in te res t of Secured Par ty) , of al l k i n d s aga ins t i nven to ry , changes in the marke t va lue thereof, and al l t r anspor t a t ion , processing
'•and other hahl'ilinu'eiiarges affe'tii'i'g'tbc va lue thereof , all as determined by Secured Parly in its sole d i sc re t ion , which d e t e r m i n a t i o n - . sha l l he fin;:! and

' b i n d i n g upon Deb: or. The te rm "Ron-owing Base" s h a l l mean an a m o u n t e q u a l to % of the Net Securi ty Value of Inventory. Whenever the Borrowing
Base is i'ijeii'as>A.meaViire -bf.!lo\-in^ it. sfi'allf be computed as of and applied to the loans o u t s t a n d i n g at the t i m e ' i n question.

(h) A l t h o u g h it is w i t h i n Secured Parly's discretion whether to extend credit pu r suan t hereto, Debtor unders tands Secured Par ty will use l l ic-
|!orrowinyBa?e'p?ja'.yi«^5{'lV.I,\1F}:'!'[ii!l:ln"''i'Jts- '-)e':'tor agrees ' ha t . unless o therwise agreed by Secured Par ty in w r i t i n g , the ou t s t and ing pr incipal balance
of loans iuTCum'lcr together with i n t e r e s t due and u n p a i d the reon wi l l , at no t i m e exceed the Borrowing Base, and agrees t h a t if at any such t i m e such
excess sha l l arise. Debtor slia.ll make p a y m e n t s in cash, on demand, in reduct ion of such in te res t and pr incipal , in such a m o u n t as may be necessary to
e l i m i n a t e such excess.

- (c) Debtor shall immedia te ly .notify Secured Pa r ty of any even! causing loss or deprec ia t ion in value of the Collateral and the a m o u n t of such
loss or deprecia t ion , w h i c h a m o u n t shall be immed ia t e ly reflected in the Net Secur i ty Value of I n v e n t o r y unless otherwise agreed by Secured Party in

'. w r i t i n i ; . Debtor wil l del iver to Secured Pa r ty prior to the I Oth day of each m o n t h a report , in form sa t i s fac tory to Secured Party, wi th respect to the last
. ' . preceding mon th , showing Debtor's opening inven to ry , i nven t o ry acqui red , i n v e n t o r y sold and de l ivered , inventory sold and held for fu ture delivery,

' . inventory returnee] or repossessed, i n v e n t o r y used or consumed in Debtor's business and closing inventory .

(d) Debtor wi l l pvcmpt ly no t i fy Secured Party in w r i t i n g of any addi t ion to. change in or discontinuance of its place(s) of business as shown
in th is agreement, the places at which i n v e n t o r y is located as shown herein, the loca t ion of its chief executive office and the location of the o f f i ce where it
keeps its records as set fo r th here in . All Co l l a t e ra l w i l l be located at the place(s) of business shown at the beg inn ing of t h i s agreement and in Section 1
as modified by any not ice(s) given p u r s u a n t here to . '. "

(c) U n t i l d e f au l t . Debtor may use the inven to ry in any l a w f u l manner not incons i s ten t w i t h t h i s agreement or wi th the te rms or condi t ions of any
policy of insu rance thereon and may also se l l tha t par t ot the Co l l a t e ra l cons i s t ing of inventory provided tha t all of such sales are in the ordinary course
of business. A sale in the ord inary course of business does not include a t ransfe r in pa r t i a l or t o t a l sa t isfact ion of a debt . U n t i l d e f a u l t . Debtor mav also
use and consume any raw mater ia ls or supplies, the use and consumpt ion ol which are necessary in order to carry on Debtor's business.

(0 All accounts which are proceeds of the i n v e n t o r y c o l l a t e r a l covered hereby sha l l be s u b j e c t to all of the terms and provisions hereof per ta ining
to accounts.

V. CKNF.RA'. COVENANTS.

(a) Debtor wil l fu rn i sh to Secured Par ty a landlord 's waiver of ail liens w i t h respect to any Collateral covered by t h i s Security Agreement which
is or mav he located upon leased premises, such l and lo rd ' s waiver to be in the form acceptable to counsel for Secured Parly.

(b) Debtor agrees to execu te and deliver such F inanc ing S t a t emen t or S t a t e m e n t s , or a m e n d m e n t s thereof or supplements there to , or other i n s t ru -
ments as Secured Party may from t ime to t ime requ i re in order to comply wi th the Texas U n i f o r m Commercial Code (or o ther app l icab le State law of the
jur isdict ion where any of the Collateral is located) and to preserve and protec t the secur i ty interest hereby granted.

(c) Secured Party may, at its opt ion, whe ther before or a f ier d e f a u l t , but w i t h o u t ob l iga t ion to the Debtor, discharge taxes, liens or security interests
or other encumbrances at any t i m e levied or placed upon the Collateral , and may place and pay for insurance thereon, or pay for the repair, improve-
ment, main tenance and preservation of the Collateral and pay any f i l ing or recording fees necessary to preserve and protect the securi ty interest hereby
granted. The Debtor apices to re imburse .Secured Par ly on demand for any p a y m e n t made or any expense incurred by the Secured Party p u r s u a n t to the
foregoing a u t h o r i z a t i o n , and such amoun t sha l l cons t i t u t e a d d i t i o n a l o b l i g a t i o n s of Debtor which, s h a l l be secured by and ent i t led to the benefits of t h i s
Security Agreement. Debtor agrees to pay in te res t on such amoun t s at the rate o f t e n percent (10%) per annum from the date such arc incurred by Secured
Party u n t i l paid by Debtor.

(d) Secured Par ty sha l l have the r ight at any t ime , in i ts own name or in the name of Debtor, whether before or after de fau l t by Debtor, to not i fy
any and all account debtors to make payment thereof di rect ly to Secured Par ty a r i d to d e m a n d , colled, receive, receipt for, sue for, compound for and
give a c q u i t t a l for. any and all a m o u n t s due or to become due on the accounts and to endorse the name of the Debtor on all commercial paper given in
payment or part payment thereof, and in its discretion to f i le any claim or take any other act ion or proceeding which Secured Party may deem necessary
or appropriate to protect and preserve and rcali/.c upon the s e c u r i t y i n t e r e s t of Secured Party in the Collateral; but to the ex lent Secured Party does not so
elect, Debtor sha l l con t inue to collect the accounts. Except as otherwise p e r m i t t e d by the proviso to th i s sentence, all proceeds of col lec t ion of accounts
received by the Debtor shal l f o r t h w i t h be accounted for and t r ansmi t t ed to Secured Party in the form as received by Debtor and shall not be commingled
with any funds of the Debtor; provided, however, t h a t p r io r to de fau l t by Deb tor in I he -payment of any Obligations to Secured Parly or u n t i l the privilege
given to Debtor by th is proviso s h a l l be revoked by Secured Pa r ty in w r i t i n g , the Debtor need t r a n s m i t to Secured Par ty only the proceeds of-accounts
included in the i d e n t i f i c a t i o n or ass ignment made p u r s u a n t to Section 111 (d) hereof.

(c) Debtor shal l at a 11-reasonable limes al low Secured Par ty by or t h r o u g h any of its officers, agents, a t torneys or accountants, to examine or inspect
the Collateral wherever located and to examine , inspect and make extracts from Debtor's hooks and records. Debtor sha l l do. make, execute and deliver
all such a d d i t i o n a l and f u r t h e r acts, t h i n g s , deeds, insurances , i n s t r u m e n t s as Secured parly may r equ i r e , to more completely vest in and assure to Secured
Party i ts r ights hercunder and in or to the Col la teral .

(f) Debtor shall have and main ta in insurance at all t imes with respect to alhangible col lateral covered hereby insur ing against risks of fire ( inc lud ing
so-called extended coverage), theft and other risks as Secured Party may reasonably require, containing such terms, in such form and amounts and written
by such companies as may be reasonably sa t i s fac tory to Secured Party, all of such, insurance to con ta in loss payable clauses in favor of Secured Party as its
interest may appear. All policies of insurance sha l l provide for ten ( 1 0 ) days w r i t t e n m i n i m u m cancel la t ion not ice to Secured Par ty ant! at request of
Secured P a r t y s h a l l be del ivered to and held by it . Secured Parly is hereby au tho r i zed to act as a t t o r n e y for Debtor in obta in ing , a d j u s t i n g , set t l ing and
cance l l ing such insurance and endors ing any drafts or i n s t r u m e n t s . Secured Party s h a l l b e ' au tho r i zed to apply the proceeds from any insurance to ihe
Obligat ions secured hereby whether or not such Obl igat ions arc then due and payable. • .

(g) As a d d i t i o n a l secur i ty for payment of the Obl iga t ions . Debtor hereby g i a n t s to Secured Party a securi ty interest, and a contractual pledge
and assignment of. in and to any and all money, property, accounts , secur i t i e s , documents , c h a t t e l paper, claims, demands, ins t ruments , items or deposits
of the Debtor, and each of them, or to which any of them is a party, now held or hereafter coming w i t h i n Secured Party 's custody or control , i n c l u d i n g by
way of example and not of l i m i t a t i o n all ce r t i f i ca t e s of depos i t and o the r depos i to ry accounts , whe the r such, have matured or the exercise of Secured Parly's
rights resul ts in loss of interest or other pena l ty OR such depos i t s . W i t h o u t prior not ice to or demand upon the Debtor. Secured Party may exercise its
rights granted above, as we l l as o the r r igh t s and remedies at la w a n d equ i ty ( a l l of which a re cumula t i ve ) , at any t i m e when a de fau l t has occurred or Seen red
Party deems i t s e l f insecure.

(h) If Secured Par ty should at an\ t i m e be of the op in ion t h a t the C o l l a t e r a l is not su f f i c i en t or has declined or may decl ine in va lue , c.r should
Secured Party deem payment of Debtor's Obl iga t ions to Secured Par ty to be insecure , then Secured Party may call for add i t iona l Col la te ra l satisfactory
to Secured Par ty , and Debtor promises t o . f u r n i s h such a d d i t i o n a l s e c u r i t y f o r t h w i t h . The ca l l for a d d i t i o n a l co l l a t e r a l may he oral, by telegram, o rUni ted
States m a i l addressed to Debtor a rid s h a l l not affect any o t h e r subsequen t r i gh t of Secured Pa r ty lo exercise the same. Debtor agrees t h a t Secured Party shall
have no d u t y or ob l iga t ion to collect any accoun t , or to t ake any other action to preserve or protect the Collateral : however, should Secured Par ty elect
lo collect any account or t a k e possession of any Collateral , Debtor releases Secured Party from any c la im or claims for loss or damage ar i s ing from any
act or omission in connect ion t h e r e w i t h :
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• ; f t ' PROVISIONS KF.GAHDING I N V E N T O R Y . The fo l lowing provisions shal l apply to al l i n v e n t o r y included w i t h i n the Col la te ra l :

' ; ( : i j AS u^d herein. "Net S e c u r i t y Value of Inventory" shal l mean the net value of all inven tory a Her t ak ing i n t o account charges, 'ions and security
interests (other t han the interest of Secured Party) , of all k inds against inven to ry , changes in ( l i e market va lue thereof , and all t ranspor ta t ion , processing

•'• and other hand l ing charges a f fec t ing the value thereof, all as determined by Secured Party in its sole discret ion, which de te rmina t ion shal l be f ina l and

'biiidim: upon Debtor. The term "Dorrowing Base" shall mean an a m o u n t equal to % of the Net Security Va lueo t Inven to ry . Whenever the Borrowing
Rase is used as a measure of loans, it shal l be computed as of and applied to the loans ou t s t and ing at the t ime in quest ion.

(b) A l t h o u g h it is within Secured Parly's discretion whether to extend credit pu r suan t hereto. Debtor understands Secured Party wi l l use the
Borrowing Base as a max imum cei l ing on loans. Debtor agrees t h a t , unless otherwise agreed by Secured Party in wr i t ing , the outs tanding p r i n c i p a l balance
of loans hc reunder together wi th in teres t due and unpaid thereon w i l l at no t ime exceed the Borrowing Base, and agrees t h a t if at any such t ime such
excess sha l l arise. Debtor shal l make payments in cash, on demand, in reduct ion of such in te res t and p r i n c i p a l , in such a m o u n t as may be necessary to

,e l iminate such excess.
(.-) Debtor shal l immediately notify Secured Party of any event caus ing loss nr depreciat ion in value of the Collateral and the amount of such

/ loss or depreciat ion, which amount shal l be immediate ly reflected in the Net Security Value of inventory unless otherwise agreed by Secured Party in
• ' wr i t ing . Debtor wi l l del iver to Secured Party prior to the I0 th day of each m o n t h a r e p o r t , in form sat is fac tory to Secured Parly, wi th respect to the last

. -. preceding month, showing Debtor's opening inven to ry , inventory acquired, inventory sold and delivered, i n v e n t o r y sold and held for f u t u r e delivery,
', inventory returned or repossessed, inven to ry used or consumed in Debtor's business and closing inven to ry .

' , ' ? ' • • (d) Deb to r 'wi l l p rompt ly n o t i f y Secured Party in wr i t ing of any add i t ion to, change in or d iscont inuance of its placets) of business as shown
in (h is agreement, the places at which inventory is located as shown here in , the location of its chief executive office and the location of the office where it
keeps its records as set fo r th here in . All Col la te ra l w i l l be located at the place(s) of business shown at the beginning of t h i s agreement and in Section I
as modified by any notice(s) given pur suan t hereto.

(e) U n t i l defau l t , Debtor may use the i n v e n t o r y in any l awfu l manner not inconsistent with this agreement or wi th the terms or conditions of any
policy of insurance thereon and mav also sell t h a t part of the Collateral cons i s t ing of i nven to ry provided t h a t a!! of such sales are in the ordinary course
of business . A sale in the o rd ina ry course of bus iness does not i n c l u d e a t ransfer in pa r t i a l or tola! sat isfact ion of a debt. U n t i l d e f au l t , 'Deb to r may also
use and consume any raw mater ia ls or suppl ies , the use and consumpt ion of which are necessary in order to car ry on Debtor's business.

(0 All accounts which are proceeds of the i n v e n t o r y collateral covered hereby shal l be subject ;o all of the terms and provisions hereof pe r ta in ing
to accounts.

V. 0 EN KRAI.. COVENANTS.

(a) Debtor w i l l f u r n i s h to Secured Party a landlord's waiver of all liens with respect to any Collateral covered by t h i s Security Agreement which
is or may be located upon leased premises, such landlord's waiver to be in the form acceptable to counsel for Secured Parly.

(b) Debtor agrees to execute and del iver such F inanc ing Statement or Statements, or amendments thereof or supplements thereto, or other instru-
ments as Secured Par ty may from t i m e to lime require in order to comply w i t h the Texas U n i f o r m Commercial Code (or o ther applicable State law of the
jurisdict ion where any of the Collateral is located) and to preserve and protect the security interest hereby granted.

(c) Secured Party may. at its opt ion, whether before or af ter de f au l t , but wi thout obligat ion to the Debtor, discharge taxes, liens or security interests
or other encumbrances at any t ime levied or placed upon the Col la tera l , and may place and pay for insurance thereon, or pay for the repair, improve-
ment , m a i n t e n a n c e and preservation of the Col la tera l and pay any f i l i n g or recording fees necessary to preserve and protect the securi ty interest hereby
granted. The Debtor agrees to reimburse Secured Pa r ty on demand for any payment made or any expense incur red by the Secured Party pursuan t to ihe

- foregoing a u t h o r i z a t i o n , and such amount shall c o n s t i t u t e a d d i t i o n a l obl igat ions of Debtor which shall be secured by and en t i t l ed to the benefi ts of t h i s
Security Agreement, Debtor agrees to pay interest on such amoun t s at the rate of ten percent (1099 per a n n u m from the date such are incurred by Secured
Parly u n t i l paid by Debtor.

(d) Secured Parly shall have the r ight at any t ime , in its own name or in the name of Debtor, whether before or after defaul t by Debtor, to no t i fy
any and all account debtors lo make payment thereof direct ly to Secured Party and to 'demand, collect , receive, receipt for , sue for, compound for and
give a c q u i t t a l for, any and all a m o u n t s due or to become due on the accounts and to endorse the name of the Debtor on all commercial paper given in
payment or pan payment thereof, and in its discret ion to t i le any c l a i m or take any other ac t ion or proceeding which Secured Party may deem necessary
or appropr ia te to protect and presence and realize upon the security in teres t of Secured Party in the Col la te ra l ; but to the extent Secured Parly does not so
elect. Debtor shal l con t inue to collect the accounts. Except as otherwise pe rmi t t ed by the proviso to t h i s sentence, all proceeds of collection of accounts
received by the Debtor sha l l f o r t h w i t h be accounted for and t r ansmi t t ed to Secured Parly in the form as received by Debtor and sha l l not be commingled
with any funds of the Debtor; provided, however, that pr ior to.default by Debtor in Ihe payment of any Obl iga t ions to Secured Party or u n t i l the privilege
given to Debtor by t h i s proviso sha l l be revoked by Secured Party in wr i t ing , the Debtor need t r ansmi t to Secured Party only the proceeds of accounts
included in the iden t i f i ca t ion or assignment made pursuant to Section III (d) hereof.

(e) Debtor shall at all reasonable t imes allow Secured Par ty by or t h r o u g h any of its off icers , a gents, a t t o rneys or accountan ts , to examine or inspect
the Collateral wherever located and to examine, inspect and make extracts from Debtor's books and records. Debtor shall do, make, execute ami deliver
all such additional and f u r t h e r acts, things, deeds, insurances, instruments as Secured Party may require, to more completely vest in and assure to Secured
Parly its rights hercunder and in or to the Collateral.

fl) Debtor sha l l have and m a i n t a i n insurance at a 11 times w i th respect to all t a n g i b l e col lateral covered hereby insu r ing against r isks of f i re ( i nc lud ing
so-called extended coverage), thef t and other r i sks as Secured Party may reasonably require, c o n t a i n i n g such terms, in such form and a m o u n t s and wr i t ten
by such companies as may be reasonably sa t i s fac to ry to Secured Party, all of such insu rance to conta in loss payable clauses in favor of Secured Par ty as its
in teres t may appear. All policies of insurance sha l l provide for ten {10) days wr i t ten m i n i m u m cance l la t ion notice to Secured Party and at request of
Secured Par ty shal l be delivered to and held by it. Secured Party is hereby author ized to act as at torney for Debtor in ob t a in ing , ad jus t ing , set t l ing and.
cancel l ing such insurance and endorsing any draf t s or i n s t rumen t s . Secured Par ty sha l l be a u t h o r i z e d to a p p l y the proceeds from anv insurance to the
Obl igat ions secured hereby whether or not such Obligat ions arc then due and payable.

(g) As a d d i t i o n a l security for paymen t of Ihe Ob l iga t i ons , Debtor hereby grants lo Secured Parly a s ecu r i ty interes t , and a con t r ac tua l pledge
and assignment of, in and to any and all money, property, accounts, securities, documents, chat te l paper, c la ims, demands, i n s t r u m e n t s , items or deposits
of the Debtor, and each of them, or to \ \h ich any of them is a par ty , now held or hereafter coining w i t h i n Secured Party's custody or contro l , i nc lud ing by
way of example and not of l i m i t a t i o n all cert if icates of deposit and o ther depository accounts, whe the r such have matured or the exercise of Seen red Parly's
r igh ts result:: in loss of interest or o the r pena l ty on such deposits . Wi thou t p r io r notice to or demand upon the Debtor, Secured Party may exercise its
rights granted above, as well as other r ights and remedies at la w a n d e q u i t y (a! I of which a r c c u m t i l a i i v e ) , at a n y t i m e when a defaul t has occurred or Secured
Parly deems itself insecure.

(h) if Secured Parly should at any l ime be of the opin ion t h a t the Co l l a t e ra l is not su f f i c i en t or has declined or may decline in value, or should
Secured Party deem payment of Debtor's Obl iga t ions to Secured P a r t y to be insecure, t hen Secured Party may cal l for add i t i ona l Co l l a t e r a l sat isfactory
to Secured Parly , and Debtor promises ;o furnish.such addi t ional security fo r thwi th . The call for addi t ional collateral mav be ora l , bv telegram, or Un i t ed
Slates m a i l addressed to Debtor and sha l l not affect any other subsequent r igh t of Secured Par ty to exercise the same. Debtor agrees t h a t Secured P a r t y sha l l
have no d u t y or obl igat ion to collect any account , or to r ake any other ac t ion to preserve or protect the Col la tera l ; however, should Secured Party elect
to collect any account or take possession of any Collateral , Debtor releases Secured Party from any claim or c la ims for loss or damage a r i s ing from any
act or omission in connection [herewith.



VI. EVENTS OK DKFAU1.T '

(a) Debtor shall be in dci'au'i under ihi.s S e c u r i t y Agreement upon (he : happening of any of the f o l l o w i n g events or c o n d i t i o n s (here in sonic-limes •
called :ni "I; vent of Oefiiull"): (i) l a i l u i e of Debtor to p;iv when due any interest on -T any p r inc ipa l or i n s t a l l m e n t o fp i inc ip : ; ! o f i i n y Obl iga t ion of Debtor
to Secured Puny: ( i i ) ihc occurrence of any event v, h icn under ihe terms of any e. 'dencc of indebtedness, i n d e n t u r e , loan aijrcfrucnl, seem ily agreement
or s i m i l a r i n s t rumen t permit:; the acceleration of m a t u r i t y of any indeb tedness of Debtor JO Secured !\trty, or to others i !> .a :> Secured Party: ( i i : ) any
representa t ion or w a r r a n t y made by Debtor h e r e i n or made in any s t a t emen t or c e r t i f i c a t e f u r n i s h e d io Secured Party by the Debtor p u r s u a n t hereto or in
connect ion with any loan or loans proves incorrect in any m a t e r i a l respect as of the da te of i i io m a k i n g or iss i . inr .ee, thereof; ( i v ) d e f a u l t occurs in l iu:
observance or performance by Debtor of any provis ion of tin's agreement or of ar.v note, a s s ignment or tran.sfer under or p u i - t i a r ; ! t h e t e t o ; (v) the dis-
s o l u t i o n , t e rmina t ion of existence, in sohencv or business !'.-. i i i t i ' C of the Debtor. or the a p p l i c a t i o n ior ihe a p p o i n t m e n t of a receive: of any part of Ihc
propcny of the Debtor, or the commencement by or nya ins t the D c b t u i of any proceeding u !] '!•_•! :.ny i ' ankrup- tcy a i r a n g e n i e n i , r eorgan i sa t ion , insolvency
or s i m i i a r law for ihe r e l i e f of debtors , or by or agains t any g u a r a n t o r or surei \ for ihc D e b t o r , or upon (l ie service of any w a r r a n t , a t t a c h m e n t , l c \ y ,
g a r n i s h m e n t or s i m i l a r process in r e l a t i o n to a tax l ien . debt , j udgmen t , ob l iga t ion of Debtor or assessment: or (v i ) the Col la teral becomes, in ihc j u d g m e n t
ol Secured Party, unsat isfactory or insuf f ic ien t in charac te r or value.

(b) Upon ihe occurrence of an Event of D e f a u l l , or if Secured Par ty deems payment ol Debtor's Obl iga t ions to Secured Parly to be insecure, and
at any t ime I hereafter. Secured Part}', may, at i ts op t ion , w i t h o u t d e m a n d , no t ice of in tent i -of 1 . to accelerate , not ice- of acceleration, notice of n o n p a y m e n t ,
p r e sen tmen t , protest, not ice of d i shonor , or any o ther notice wha t soeve r , to the Debtor, declare uii Obligations secured hereby immed ia t e ly due and
payable and Secured Party shal l (hereupon have the r ights and remedies of a secured par ly unde r the 'Texas U n i f o r m Commerc ia l Code ami as otherwise
granted herein or under any appl icable law or in any other agreement executed by Debtor (ai l of which rights and remedies shall be cumula t i ve ) , i n c l u d i n g
w i t h o u t l i m i t a t i o n , the r ight to sell , lease or otherwise dispose of any or all of the Col la teral and to apply ihe proceeds thereof toward payment of any costs
and expenses and at torney's fees and legal expenses (he reby incurred by ihe Secured Par ly and toward payment of the Obligations1!!! such order or manner
as the Secured Parly may elect. Secured Party sha l l have the r i g h t to t ake i m m e d i a t e possession of the Col la tera l , w i i h or w i t h o u t process of law, ami for
t h a i purpose Secured Party may e n t e r upon any premises on w h i c h the Coi ia 'cral or any par! thereof may be s i tua ted and remove the same there f rom.
Secured Party may require Debtor to assemble the Collateral and make it a v a i l a b l e to Secured Party a: a place to be designated by the Secured Par ty
which is reasonably convenient to both par t ies . Unless the Co l l a t e r a l is per i shable or t h r e a t e n s to decline speedi!v in va lue or is ol a t y p e cus tomar i ly sold on
a recognized market, Secured Party wi l l send Debtor reasonable no t ice of the t i m e and place of any p u b l i c sale (he reof or of the t ime a f te r which any 1

private sale or other d i spos i t i on thereof is to be made. The r e q u i r e m e n t of sending a reasonable notice sha l l be met if such notice is ma i led , postage prepaid,
to Debtor at the address designated at the beginning of this Securi ty Agreement at least five days before the l i m e of the sale or disposi t ion. Expense:; of
legal expenses, plus interest thereon at a rate per annum at all t imes equal to the highest l awfu l cont rac t rate permit tee! bv appl icable usury laws, and
sha l l cons t i t u t e a d d i t i o n a l Obligat ions of Debtor which s h a l l be due on demand and which sha l l be secured by and ent i t led to ihe benefi ts of t h i s
Securi ty Agreement. If the proceeds of any sale or oilier l awfu l d i s p o s i t i o n by Secured i ' a i ty of the Co l l a t e r a l fo l lowing i ts re tak ing , are i n s u f f i c i e n t to
this Securi ty Agreement , If the proceeds of any sale or other l a w f u l d i s p o s i t i o n by Secured Pa r ty of the Co l l a t e r a l fo l lowing its re tak ing , are i n s u f f i c i e n t to
pay the expenses of retaking, repairing, ho ld ing , preparing the Collateral for sale, selling it and the l i k e , lo sa t i s fy the Obl iga t ions of Debtor to Secured
Party, then Debtor agrees to pay any deficiency, but Debtor sha l l be en t i t l ed to any surplus if one results af ter lawful appl icat ion of all such proceeds.

(c) Secured Party may remedy any defaul t and may waive any de fau l t w i t h o u t waiving ihe d e f a u h remedied or wi thou t \vaiving any other prior or
subsequent de fau l t .

(d) It is the in ten t ion of the part ies hereto to comply w i t h appl icable u s u r y laws: acco rd ing ly , it is agreed that no tw i th s t and ing any provision
to the contrary in th i s Security Agreement, or in any of the documents evidencing ihe Obligat ions or otherwise re la t ing thereto, no such provision shal l
require the payment or permi t the collection of in teres t in excess of the m a x i m u m permi t ted by such laws. If any excess of in teres t in such respect is pro-
vided for, or shal l be a d j u d i c a t e d to be so provided for, in this S c e u i i t y Agreemen t , or in any of the documents ev idencing the Obligat ions or otherwise
re l a t i ng thereto, then in such even t (a) the provisions of lb;-. paragraph s h a l l gove rn arid control , (b) ne i ih t r the Debtor hereof nor his heirs, legal repre-
sentatives, successors or assigns or any o I her par ty liable for the paymen t hereof, shed! be obligated to pay the a m o u n t of such in te res t to Ihe extent t h a t . i t "

. is in excess of the maximum amount permil ted by such laws, (c) any such excess which may have been collected shal l be, at the opt ion of the holder of the •
ins t rument evidencing the Obligations, either applied as a credi t against the t h e n unpaid p r i n c i p a l a m o u n t thereof or refunded to the Maker thereof and
(d) the effective rate of interest s h a l l be au tomat ica l ly subject to reduct ion to the m a x i m u m lawfu l rate allowed to be l awfu l ly contracted for by Debtor
under applicable u s u r y laws as now or hereafter construed by the courts hav ing j u r i s d i c t i o n .

(c) The remedies of Secured Party hereunder arc c u m u l a t i v e , and the exercise of any one or more of the remedies provided herein sha l l not be
construed as a waiver of any of the other remedies of Secured Party.

VII. CKNERAI..:

(a) Any provision hereof found to be i n v a l i d under the law of the State of Texas, or any o t h e r Slate h a v i n g j u r i s d i c t i o n or other app l icab le law,
shal l be invalid only wi th respect to the o f f e n d i n g provision. All words used herein s h a l l be const rued lo be of such gender or n u m b e r as the circumstani.v.s .
require. If t h i s Securi ty Agreement is executed by more t h a n one Debtor, the obligations of all such Debtors sha l l be join! and several. This Agreement
shal l be binding upon the heirs, personal representatives, successors or assigns of the parties hereto, bin shal l i nu re to the benefit of successor or assigns
of the Secured Party only. The law of the Slate of Texas shall a p p l y to this Agreement and its construct ion and i n t e r p r e t a t i o n .

(b) Any carbon, photographic or other reproduct ion of any f i n a n c i n g s t a t e m e n t s igned by Debtor is suff ic ient as a f i n a n c i n g s ta tement for all
purposes, i nc lud ing w i thou t l imi ta t ion , f i l ing in any state as may be p e r m i t t e d by the p rov i s ions of the U n i f o r m Commercial Code of such state.

(c) This Securi ty Agreement and the security interest herein granted are in a d d i t i o n to. and not in s u b s t i t u t i o n , n o v a t i o n or discharge of. any
and all prior or contemporaneous secur i ty agreements and security interests in favor of Secured Party or assigned to Secured Pa i iy by others . All rights,
powers and remedies of Secured P a r t y in all such securi ty agreements are cumula t ive , but in the event of a c t u a l conf l ic t in l e r n i s and condit ions, the terms
and conditions of the latest secur i ty agreement sha l l govern and control .

(d) The security interest hereby granted and all the terms and p rov i s ions hereof s h a l l be deemed a c o n t i n u i n g secur i ty agreement and sha l l con-
t i n u e in f u l l force and effect, and all the terms and provisions hereof shal l r ema in effect ive as between the pa r t i e s , u n t i l f irst to occur of the following:

(i) the expiration of fou r (4) years from the date of payment of Debtor's last Obl iga t ion to Secured Par ty ; or ( i i ) repayment by Debtor of all Obl igat ions
secured hereby and the g iv ing by Debtor o f t e n (!0) days w r i t t e n not ice of r evoca t ion of the te rms and provisions hereof.

S I G N E D in m u l t i p l e original counterpar ts and delivered on the day and year f i r s t above w r i t t e n .

BEFORE ME, The undersigned authority, on this day personally appeared Phillip Lively whose
signature appear below, who by me being sworn upon oath says the above statement are true
arid correct.

*"*£&&!.
Phillip Lively

SUBSCRIBED and sworn to before me this 20th_ day of_Februarj[ 1985.

aiZABtn- iA.wKLKtK ' - k-
(SEAL) Notary public in Stale of-Tcsas

WIv Commission txplres June 1,1986 Elisabeth A. Walker

NOTARY PUBLIC IN. AND FOR THE STATE OF IKXAS
HARRIS COUNTY. ' ^

S E C U R E D ' P A R T Y : ' Commerc>a, l S t a t e paAk.I-IOUST/h*, T E X A S 7 7 2 9 3

BY:.
SUBSCRIBED and '• sworn to before roe this 20th giay of February 1985.

* • > • ' . ' OJZABITH A . VVALKFR
'-. Rotary Pi:b^o •.-: S.'aH: of T«xns zaW^h 'A. Walker

NOTARY PUBLIC IN AND 'FOR 'J.T-1K STATE OF TEXAS


